
INDEPENDENT AT]DITOR'S REPORTS
BASIC FINAI{CIAL STATEMENTS ANI)

SUPPLEMENTARY INFORMATION
SCHEDI]LE OF'FINDINGS

CITY OF' ROCK RAPIDS

JIINE 30,2012

De Jtto6[e & Comyany 
"CC ertífíe { ?u6 frc Ac c ourtt ant s

ß,oc6. ß,nyílg Iowa





T¡ble of Contents

Ofücials

Independent Auditor's Report

Managementts l)iscussion and Analysis

Basic Primary Government Financial Statements:
Government-Wide Financial Statement:

Statement of Activities and Net Assets - CashBasis -
Primary Government

Governmental Funds Financial Statement:
Statement of Cash Receþs, Disbursements and

Changes in CashBalances -Primary Government
Notes to Primary Government Financial Statements

Other fnformation:
Budgetary Comparison Schedule of Receipts, Disbursements and

Changes in Balances - Budget and Actual (Cash Basis) - All Governmental
Funds - Primary Government

Notes to Required Supplementary Úrforrnation - Budgetary Reporting

Supplementary Information :

Statement of Cash Receipts, Disbursements and Changes in
Cash Balances - Nonmajor Governmental Funds - Primary Government

Schedule of Indebtedness - Primary Government
Bond and Note Maturities - Primary Government
Schedule of Receipts by Source and Disburserne,lrts by Function -

All Governmental Funds - Primary Government

fndependent Auditor's Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditíng Standards

Schedule of Findings

Staff

Exhibit

A

Schedule

Page

t-2

34

5-1 1

T2

t3-14

15-16
r8-25

26

27-28
29

36-38

3944

45

B

30

-32
33
34

35

311

2
3

4



LintlaI\4oCormack

Ciff ofRocle R¡ptds

Offici¡ls

.Tiüe

@efore Jonuiry 2il12)

Mayot



Name

Jason Chase

Cody Hoefert
Justin Ch¡isteirsen
Matt Oedekoven (Replaced

Justin Christenseir)
Marle,neBowers
Tami Murray
Scott Schneidermann

Jordan Kordahl

Linda Trei

LindaMcComrack

BenBrink
Dennis Haselhoff
Jackie Austin
Judy Gaspar
Geneva Grooters
Jennifer Elbert
Jaci VanVeldhuizen

Michael R. Austin

City of RockRapids

Officials

Title

@eginning January 2012)

Mayor

Council Merrber
Cor¡ncil Me,mber
Council Member

Cor¡ncil Memb€r
Corurcil Member
Council Member

City Administrator,
Clerk and Treasu¡er

Deputy Cþ Clerk

Librarian

Library Trustee
Library Trustee
Library Trustee
Library Trustee
Library Trustee
Library Trustee
Library Trustee

City Attomey

TermEmires

January 1,2014

January 1,2014
May 14,2012 @esigned)
January 1,2014

January I
January 1

January I

Indefinite

Indefinite

1,2013
1,2073
1,2015
L,2015
T,2OL5
1,2017
1,2017

Lrdefinite (Appointed)

20t
20r
201

6
6
6

Indefinite

July
July
July
July
July
July
July



DE NOBLE SLCOMPA,NY PC

l 11 S Sterry Street
r)- a A <14À!l(ocfr lf_¿1plus, Lt\ J t¿.+\)

wv,vr.cienobiepc.com

Certifieql Public Accountatrts

MEMBER-S
Arrrerican InstítuTe Cslifiçd F.ùiic Aecotr¡rtants

Ð-;',^r^ a1^**4ñi4. Þrqnli¡¡ S.enfinn¡:lvglu uuúrPar¿vú
rrf I fL-L!-^

l'ÜWä JOCICI)¡ - t'Últllllu s-tlUrlr- ñL{/¡rulrt-4r'rt:

Pirrne ; (-l i2.; 4,12'254{)

Fa,x- ' í? \?,) 4'72 2"4û
L*^;r ^.,..-.7ì.;--^Ll-,=,,,..,,,Lt!tat.tr çltsþ e svl!'JUrçlri. 1 t-?¡r(

To the Honorable Mayor and Mernbers of ihe City Council:

We have audited the aecompanyingfinancial staiemÊnts ûf the governmental aetivitres, each major fund

and the aggregate remaining fund information of the City of Roek Rapids, Iorda, as of and fbr the year ended June

3A,20t2, wUcn eolleetively comprise the 
'basic 

finaneiai sfaiercents cf the City's primary goriemment as listed tn

the fabie of contents, These pr'ìmary government financial staleÍrents are the 'responsibilify of the Crty of Roek
n^*:r-] + rl'='-,.^--^*-il-il;*, ic fn âvnrÊqq nnininnç nn f has.e .rim¡tt, oo1.'eiTìmellt financial Statenentst\a[iius f¡ia¡iagËatiçii¡. uti IasPu:.5tu!riLi ir LrJ È¡-Prtri t'l rUrv'i ú'.

based on our audit.

We condueted our audit ln aecordanee ¡¡¡ith U.S generali¡; aeee-pted audiirng sl.aneia¡-¡ls and the standarcis

applicable to f,rnaneial audits eontaine,J tn Governmeni Audi.tirtg ,SÍandards, issited by the Compnolier General of
the United States. Those standards require that ¡rye pÌan and perf'orm the auciii to obtairr r-eas'Jna'Dle asslitatiee

about whcther the finaneial statemenrs äre free of ma+tenal lriisstatement An audil ine ludes eaamíning, rln a test

6asis, evidence suppofiing the aûiounts anri eiisclosures in the finaneiai sta'tements An audit aiso includes

assessing the aceoJnting nrineiptes used and significant estimatos made by managernenr, ãs rvell as evaiuating the

cl,erall financial statement presentatioi-r We belierre our audil provides a re asonable ba-sis for out- opinior-ls.

As describeci ín i\ote i, these primary govemrnentfirraneial statemenis -,^ere prepê-red on the basis of casli

i"eeeipts and disburseme6ts, which rs a eompreherrsir¡e basis of a-ecounting cther thau U S generally aceepteci

accounting principles.

The financial staiemcnts referred t¡ above include only the prlntatJ govei'nffi€nf c'f rhe Cify of Roek

Rapids, Icw.a, which eonsists cf aii funds, ctganizatrons, instituiions, agenetes. depaitinenis, anci offices ihat

comprise the Cr4,'s legal entit_r' The f,inaneial staternents cio not rnclude fi'nuteial data fcr the Crt5"s legaliy

separate compoçenî unif-s, ra,hieh aecounting plincipies Þre¡;arer:i on rhe basis of a-ecou-ntìng deseribel¡ ln Note t

,equire tc be repofted v'ith fhe f,rrraneial data of the Crty s prima-ry go\iel-tlment As a resuit. the prirna-n'

gcver-nment financia! st¿tements do not purport to. and dc not, present fairl,r, the e.asir lrasts finanoial positiorr cí
ihe reporting entìty of the City of Roek Rapids, Iorva, as cf J-ur-re 3t, 2AL2. and the respective ehanges in cash

ba,sis financial position f,or the year then er¡ded in ccnformih, -¡¿ith the basts cf a-eeouuting riescrttreei in I'dote i

ln our opiniori, the f¡nancla,l statements referyed to abcrre Ðresent îait\y. in all maÉerial respect.q, the

r.espectrve eash basìs financial position cf ÊÈie gûvçfi1mental actìvities, eacïi major fund an,j the aggregate

remaining fund infom-ration for the primary gorrenrment of the Ciqy of R-ock Rapids, Io-fva, as af iune 30, 2ti2
and the rãspective cha-nges in e.ash lracis financial oo"qitioa for the )/ear theû ended in conf,onailrv with thc basis of
aecounting dessnberi in Ì.lote i.

In accordance with (iaveryznent Autiiting Sm.rudcrcis, v¡e hat,ç aiso tssu-ed ou,r rep{lrt cÍaied February 2.5,

2013 on our consideratron of the Cit5r of Rock Rapids' intema-i ecntrol over financiai reporting and aur tests of, tís

eonrpliance.w,ith ceftain provisions of laws, regulations, scntracts and grant âgr€ements and other matters. Thc

puryose of that repo-rt is to deseribe the scope of, our testing of internal controi ov€r fìnanciai repofiing and

àompliance and the results of thattesting and not to provicle a-n opinron on internal eontrol over financial reporting

or on sornpliance. That report is an integral pafi of an audit perfotmed in accordancc rvith Got'ernment Auditing

Stcndards and should be considered in assessing the results cf cur audii.
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Our audit was conducted for the purpose of forming opinions on the primary government financial

statements that collectively comprise the City of Rock Rapids' basic f,rnancial statements, We previously audited,

in accordance with the standards referred to in the second paragraph of this report, the primary government

financial statements for the seven fi scal years ended June 3 0, 20 1 I (which are not presented herein) and expressed

unqualified opinions on those primary government f,rnancial statements which were prepared in conformity with

an other comprehensive basis of accounting. Siebrecht Spitler & De Noble PC (Siebrecht Spitler & De Noble PC

was formally dissolved and De Noble & Company PC is one of the two new companies that was formed directly

from this dissolution) previously audited, in accordance with the standards referred to in the second paragraph of
this repoft, the primary government financial statements for the two fiscal years ended June 30, 2004 (which are

not presented herein) and expressed unqualified opinions on those primary government financial statements which

*"rð pr.pured in conformity with an other comprehensive basis of accounting. The supplementary information

included in Schedules I through 4 is presented for purposes of additional analysis and is not a required part of the

basic primary government f,rnancial statements. Such information is the responsibility of management and was

derived from and relates directly to the underlying accounting and other records used to prepare the primary

government financial statements. The information has been subjected to the auditing procedures applied in our

ãudit of the basic primary government financial statements and certain additional procedures, including

comparing and reconciling such information directly to the underlying accounting and other records used to

prepare the primary government financial statements or to the primary government financial statements

ihemselves, und oth"r additional procedures in accordance with U.S. generally accepted auditing standards. ln our

opinion, the supplem entary information is fairly stated in all material respects in relation to the basic primary

government financial stâtements taken as a whole.

Our audit was conducted for the purpose of forming opinions on the primary government financial

statements that collectively comprise the City of Rock Rapids' basic primary financial statements. Management's

Discussion and Analysis ánd budgetary comparison information for the primary government on pages 5 through

1l and 26 through 28 are not required parts of the basic primary government financial statements, but are

supplementary iniormation required by the Governmental Accounting Standards Board. We have applied ceftain

timited p.o"ådrr"r, which ionsisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. We did not audit the information and

express no opinion on it.

11¿øtrrwpù
De Noble & Company PC

Certifi ed Public Accountants

February 25,2013



MANAGEMENT'S DISCUSSION AI\D ANALYSIS

The City of Rock Rapids provides this Management's Discussion and Analysis of its primary government

fìnanoial statements. This narrative overview and analysis of the financial activities is for the fiscal year ended

-T¿ne 30, 2012. We e,neou--rage readors to eonsider this inforrration in conjwrction with the CiE's primary

government financial stateme,lrts, which follow.

2012 FINANCIAL MGHLIGHTS

Receipts of the City's governmental activities increased 70.2o/a, or $2,094,557, from frscal20ll to fiscal

2012. Charges for services decreased 829,676; operating grants, contributions and restricted interest

decreased ${Z,eZt; property and other city tax decreased $10,655; grants and contributions not restricted

to specific puq)ose increased by 77,432; local option sales tax proceeds increased $102,700; capital loan

note proceeds increased S2,060,000; and other general reveîrues decreased by $18,957-

Dis'oursements increaseci 38.5e/o, or $i,280,3û3, in fiscai year 2tï2 îrom fiscai year 201i. The lar-gesi

increase in disbursements was in Debt Service which increased by $ 1,473,948; Capital Projects

decreasedby 208,381,

The Cþ's total cash basis net assets from governmental activities increased by l9'lYo, or $476,006, from

Jr¡ne 30, 2011 to June 30, 2012. This increase is due primarily to an increase in the Capital Projects Fund

due to the receþ ofcapital loan note proceeds, but not spending all the proceeds by the end ofthe fiscal

year and the increase in local option sales tax proceeds allowed more money to be transferred to the

General Fund which assisted in an increase in the Gen€ral Fwrd's year end balance.

USING THIS A¡II\UAL REPORT

The annual report consists of a series of frnancial statements and other information as follows:

Management's Discussion and Anaþsis introduces the basic primary government financial statements

and provides an analytical overview of the city's financial activities.

The Government-Wide Financial Statement consists of a Statement of Activities and Net Assets -
Primary Government. This statement provides information about the activities of the City's primary

government as a whole and presents an overall view of the City's finances.

The Fund Financial Statement tells how govemmental services were financed in the short term as well as

what remains for future spending. Fund financial statement rqtorts the City's primary government

operations in more detail than the goverrment-wide staten-rent by pro-"iding infomration about the most

signifi cant primary government funds.

Ì.iotes to Financiai Siatemorris provide additionai irforma'rioü esseirtial io a fall rinderstanding of the data

provided in the basic primary government financial statements.

Other Information fi.1¡ther explains and supports the financial statements with a comparison of the City's
budget for the year.

Supplønentary Information provides detailed information about the nonmajor governmental funds of the

City's primary government and the City's primary govemment indebtedness.

o

a
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Bøsis of Accountíng

The City maintains its financial records on the basis of cash receipts and disbr¡¡sements and the primaty

government financial statements of the City are prepared on that basis. The cash basis of accounting does not

give effect to accounts receivable, accounts payable and accrued items. Accordingly, the primary government

financial statements do not present financial position and results of operations of the funds in accordance with
U.S. generally accepted accounting principles. Therefore, when reviewing the financial information and

discussion within this annual report, readers should keep in mind the limitations resulting from the use of the cash

basis of accounting.

REPORTING THF', CITY'S T'INA¡TCIAL ACTIYITIES

Government-Wide Financial Statement

One of the most important questions asked about the City's finances is, "Is the City as a whole better off
or worse off as a result of the year's activitíes?" The Statement of Activities and Net Assets - Primary

Govemment reports information which heþs answer this question.

The Staternent of Activities and Net Assets - Primary Govemment presents the City's primary
government net assets. Over time, increases or decreases in the City's net assets may serve as a useful indicator

of whether the financial position of the City is improving or deteriorating.

The Statement of Activities and Net Assets - Primary Govemment consists only of the City's
governmental activities. Business type activities, consisting of electric, rrry'ate,Í, wastewater, gâs and

communications, are conducted by the Rock Rapids Municipal Utilities and reported separately. Business tlpe
activities are financed primarily by user charges. The Rock Rapids Municipal Utilities also maintains a

Revolving Loan Fund that was established by a $300,000 UDSA - Rural Economic Development Grant and a

$60,000 match from the Gas Utility Fund. To obtain the financial information on the Mr:nicipal Utilities, please

contact the Municipal Utilities offrce. A copy of the Municipal Utilities' audit report is available for the public's

review.

Governmental activities include public safety, public works, health and social services, culture and

recreation, community and economic development, general government, debt service and capítal projects.

Program receipts; property taxes; tax increment financing; local option sales taxes; and grants and contributions

not restricted to specifrc purposes finance most of these activities.

Fund Financia I Statements

The primary government of the City of Rock Rapids uses governmental funds only. Proprietary funds are

used to account for business type activities and, as noted above, are conducted by the Rock Rapids Múnicipal
Utilities, which is reported separately.

Governmental funds account for most of the City's basic services. These focus on how money flows into

and out of those funds, and the balances at year-end that are available for spending. The governmental funds

include: (1) the General Fund; (2) the Special Revenue Funds, such as Road Use Tax, Employee Benefrts, Local

Option Sales Tax, Urban Renewal Tax Increment, Revolving Loan and Library Memorial Trust; (3) the Debt

Service Fund; (4) the Capital Projects Fund; and (5) the Perrnanent Funds, such as Library Endowment and

Cemetery Perpetual Care. The governmental funds primary government financial statement provides a detailed,

short-term view of the City's general governmønt operations and the basic services it provides. Governmsntal

fund information heþs determine whether there a¡e more or fewer financial resources that can be spent in the near

futu¡e to finance the City's programs.



The required financial statement for governmental funds is a Statement of Cash Receipts, Disbr:rsements

and Changes in Cash Balances - Primary Government.

GOVER¡IMENT-WIDE FINAI\CIAL ANALYSIS

Net assets Íuty serve over time as a usefui indicator of frnanciai position. over the past year, the city's
cash balance for primary govemment governmental activities increased from 52,626,728 to 93,102,724. The

analysis that follows focuses on changes in cash basis net assets for governmental activities.

Year June
20r2 20tr

Receipts:
Program Receipts:

Charges for Service
Operating Grants, Ccntributions and R.estricted Interest
Capital Grants, Contributions and Restricted llrterest

General Receipts:
Property and Other City Tax
Tax Increment Financing
Local Option Saies Tax
Capital Loan Note Proceeds
Grants and Contributions Not Restricted
To Specific Purpose

Unrestricted Investment Earnings
Rents
Revolving Loan Principal PaSnnents

Sale of Assets
Other General Receipts

Total Receipts

$

5,078,885 2.984.328

449,496
?5' fl?1

219,645

L,312,327
175,765
287,223

2,060,000

155,623
8,762

30,701
15,492

0
11 820

g 479,712
404,652
224,433

r,322,982
177,782
184,523

0

78,191
6,682

27,456
31,763
16,575
30 777

I)isbursements:
Public Safety
Public lVorks
Health and Social Services
Culture and Recreation
Community and Economic Development
General Govemment
Debt Service
Capital Frojects

Total Disbursements

306,675
638,7t6

1,603
543,510
404,324
188,599

2,037,238
482,274

329,798
665,723

0
507,794
372,628
192,748
563,290
690,595

4,602,879 3.322.576

f-^-^--^ /T¡^^-^^^^\ :- la^^L Il--:- l\l-+ a ¡-a+¡lulr !atù! \vçl¡ u4!s, u u4!u u4!l! r t çr ÁùùLfù A',|Ã,A Á I ?29 1/9ì
-rvrvvv \ Jrvtatv)

Cash Basis Net Assets Beginning of Year

Cash Basis Net Assets End of Year

2,626,728 2.964.976

s 3,102,734 $ 2,626,728

The City's total receipts for governmental activities increased by 70.2Yo, or $2,094,557. The total cost of
all programs and services increased by $1,280,303 or 38.5%. The increase in receipts was mainly the result of

7



an increase in capital loan note proceeds for financing of a street construction project and also, an increase in
grants received from the Lyon County Riverboat Foundation.

The cost of all governmental activities this year was $4,602,879, compared to 93,322,576last year. The

increase in disbursements during the fiscal year was mainly due to the following: (1) an increase in bond

payments due to the refunding of capital loan notes. This increase, in comparison to the previous year, \ilas

partially offset by the following: (1) a decrease in Capital Projects by S 208,381.
The amount taxpayers ultimately financed for these activities was only $3,581,707, because some of the

cost was paid by those who directly benefited from the programs (5449,496) or by other governments and

organizations that subsidized certain programs with grants, contributions and restricted interest ($571,676). The

City paid for the remaining "public benefit" portion of governmental activities with other receipts such as

property taxes, t¿x increment financing, local option sales tax, general entitlements, unrestricted investment

earnings, rents, revolving loan principal payments, sale of assets and other miscellaneous revenues.

INDIVIDUAL MAJOR GOVERI\MENTAL FT]IYD ANALYSIS

As the City of Rock Rapids completed the year, its primary government governmental funds reported a

combined cash balance of $3,102,724, an increase of $476,006 from last year's total of 52,626,728. The

following are the major reasons for the changes in fund balances of the major funds from the prior year.

¡ The General Fund cash balance increased by 515I,729 from 5791,288 to $943,017 at Jtme 30, 2012. This

compares to a $125,682 increase in the prior fiscal year. Receips and other financing sources increased

from the prior fiscal year by 9162,258. This increase lvas mainly due to an increase of $120,000 in
transfers in from the Local Option Sales Tax Fund as well as an increase of $64,066 in Property Tax.

These increases were partially offset by decreases of $25,035 for hail damage reimbursemsnt and $16,575

for the sale of old fire equipment and some real estate in the prior fiscal year, Disbursements and other

financing uses increased from the prior fiscal year by $136,157 due to the following: an increase of
$95,957 in the public works function due increases for airport improvements and airport fuel from the

previous year; an increase of $32,199 in the culture and recreation function due to increases for park

improvements andtree planting fromthe previous y"Àr; aî increase of $36,678 inthe community and

economic development mainly due an increase in grant money received tbrough the Lyon County

Riverboat Foundation causing allowing more to be spent. These increases were partially offset by a
decrease in the public safety function by 524,233 due to the prnchase of fire equipment in the prior frscal

year.

The Special Revenue Road Use Tax Fund cash balance increased by $36,515, from $340,952 to 5377,467

at June 30, 2012. This compares to an $89,710 decrease in the prior fiscal year. Receipts remained

consistent but disbursements were able to decrease by 5127,985 during the frscal year ended June 30,

2012.

o

a

a

The Library Mernorial Trust Fund increased by $2,103 from $340,3 59 to $342,462 atJvne 30,2012. Tltís
compares to an $8,733 increase in the prior frscal year. The reduction compared to the prior fiscal year

due to fewer donations received and a decrease in interest eamed.

The Debt Service Fund cash balance decreased by 537,468, from $159,463 to 512I,995, at June 30,2012.
This compares to an increase by 576,976 during the prior fiscal year. There was an increase in other

financing sources from the prior frscal year due to general obligation capital loan notes proceeds of
$1,460,000; the disbwsements increased mainly due to increases in payrrents on long term debt principal

and other financing uses increased due to the refunding of capital loan notes.

The Capital Projects Fund cash balance increased $286,195, from5727,398 to $1,013,593 at June 30,

2012. This compares to a decrease of $518,327 the prior fiscal year. Receipts and other frnancing

sources increased by $596,141 mostly due to the receipt of $600,000 in capital loan note proceeds that

a



was not all spent during the fiscal year. Disbwsements decreased by $208,381 due to decreases in street

and sewer construction project costs.

BT]DGETARY IIIGHLIGHTS

-The City amended its portion of the certifie<i budget once dwing the year, on May 3A, 2072' Tiús

amendment resulted in a net increase of 5640,000 in other financing soluces, net and a net increase of $440,000 in
total budgeted disbursernents for the Crty only portion of the budget. Please refsr to the Rock Rapids Municipal

Utilities audit report for budget amendme¡rts that affected the Utility's portion of the City's budget'

The reason for the increase in other financing sources, net was due to an overall increase in proceeds of
debt for capital projects and debt refinancing. The reasons for the increase in budgeted operating disbursemsnts

were identifred as follows: (1) Public Safety - increase for purchase of fire equipment; (2) Public Works -
increases for pwchase of road use equipment and airport improvements, partly offset by a decrease for snow

removal; (3) Health and Social Services - increase for building inspection; (4) Culture and Recreation - increases

for playgrognd equipment, riverbank stabilization, cemetery tiling project, community center sound system, and

.*fu-iãg pooi equþment; (5) Community and Eoonomic Development - increase for tree removal; (6) Debt

Service - increase for debt refinancing; (7) Capital Projects - increases for storm water control and street

improvements.

Actual receipts came in 578,797, or 2.5Vo,below budget for the City only portion of the certified budget.

The prima-ry ïeason for this was Intergovernmental Receipts came in S213,168, or 34.60/o, below budget due

primarily to having budgeted for total receipts for Municipal Housing Agency, a separate legal entity, for which

itt" Cityalways includes an estimate for receipts and disbursements, bui never includes any acttal figures. This

was pártly offset by Local Option Sales Tax coming in $106,635, or 59.0Yo above budget due to increased

collections.

Disbursements came 1nß852,472, or 27.7o/o, beiow budget. A1l functions came in below budget for the

City only portion of the certifred budget. Disbursemsnts for Culture and Recreation came in $193,109, ot 26'2o/o,

belôw budget due primarily to budgeting for park and community center improvernents not completed during the

fiscal year. Disbwsements for Community and Economic Development came in $252,712, or 38'5Yo, below

budget due primarily to having budgeted for total disbursements for the Municipal Housing Agency, a separate

legaì entity,Ìor which the City always includes an estimate for receþts and disbursements, but never includes any

ac-tual frgures. Public Works, Capital Projects and Pubiic Safety functions all came in well below the amount

budgeted.

The net cash change for the fiscal year came in 5774,929 better than budgeted for the City only portion of
the certihed budget.

DEBT ADMINISTRATION

At June 30, 2012, the City had $3,850,000 in notes, bonds and other long-term debt, compared to

$3,635,000 last year, as shown below:

9



Outstanding Debt at Year-End

TYPE OF DEBT

General Obligation Capital Loan Notes
Grant Anticipation Capital Loan Notes

June 30.
20t2

$ 3,735,000
11 ^000

20r7

$ 3,465,000
170.000

Total Long Term Debt $_3-850*000 $_3-635-000

The City issued $2,060,000 in General Obligation Capital Loan Notes during the 2012 fiscal year, of
which $600,000 is to be used for street and sewer construction projects, and $1,460,000 for debt refunding with
$1,418,753 of the proceeds placed into escrow for future refunding of non-callable outstanding general obligation
debt.

The Constitution of the State of Iowa limits the amount of general obligation debt cities can issue to five
percent of the assessed value of all taxable property within the City's corporate limits. The City's outstanding
general obligation debt of $3,735,000 (total debt of $3,850,000 minus grant anticipation notes of $115,000) is

adequately below its constitutional debt limit of $5,960,373.

More detailed information about the City's long-term debt is presented in Note 3 to the financial
statements.

ECONOMIC FACTORS AI\D NEXT YEAR'S BT]DGETS AI\D RATES

The elected and appointed officials and citizens of the City of Rock Rapids considered many factors when
setting the fiscal year 2013 budget, t¿x rates and fees that will be charged for various City activities. Among
these factors is the disparity between the tax obligations of residential and commerciaVindustrial property.

Under the rollback factor, residential property was taxed at 48.60/o of actual value for the 2012 fiscal year

and increases to 50.8%, for the 2013 fiscal year. Commercial and índustrial property remains taxed at l00yo,
resulting in an ongoing, however, slightly decreasing, disparity between the rates for commercial and industrial
property, respectively and the rate for residential property.

The resulting disproportionate sha¡e of taxes levied on coÍìmercial and industrial property adds to the
challørges of competing \¡/ith bordering states in economic development activities. As a rønedy, a continuing
increase, or freezing, of the residential rollback factor, coupled with a decrease in the commerciaVindustrial
rollback factor, would bring the latter closer to the rates applicable to residential property.

In recent years, the City has worked to offset revenue decreases that result from tax rate reductions by
implementing structural changes and greater reliance on alternate sources of revenue. While the regular tax rate
will decreaseby 2.0Yo from fiscal year 2012 to 2013, the regular taxable valuation (excluding Ag Land) increases

by 51,323,286, or 2-0o/o, resulting in a projected net increase of $4,543 in property and other cþ tax revenues

(excluding Local Option Sales Taxes). This helps to partially offset the actual decrease of $10,633, or 0.8olo, in
property taxes collected for fiscalyear 2012.

Although the General Fund ended ttre 2012 fiscal year with a cash su4rlus of approximately 5151,700, the

City has budgeted for a drawdown of approximately $102,300 for fiscal year 2013, due primarily to nonrecurring

capital expenditures. This, along with cash surpluses accumulated during prior years, allows the City to maintain

adequate operating reserves for future years.
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CitY of Rock RaPids

Statement of Activities and Net Assets - Cash Basis

Primary Government

As of and for the Year Ended June 30' 2012

Receipts

Disbwsements

Operating Grants,
Contributions
and Roshicted

Interest
Charges for

Service

Capital Grants
Contributions
and Restricted

Interest

Iüxhibit A

Net @isbtrrsements)
Receipts and Clhanges in
Cash Basis Net Assets

Govemmental
Activities

Fu¡rctionsÆrograms:
Governmental Activities :

Public Safèty
Public Works
Health and Social Servicos

Culture and Recreation

Community and EconomiLc Development

General Government
Debt Service

Capital Projects

Total Governmental Ar;tivities

General Receipts:
Property and Other City itax Levied for

General PurPoses

Employee Benefits
Debt Service

Tax Increment Financing

$ 306,675
638,716

1,603

543,510
404,324

188,599

2,A37,238
482,214

36,306
242,853

0

52,298
11,313

6,662
2,599

0

352,031

3,162
0

0

0

0

0

65,751
150 732

(266,887)
(139,904)

(1,603)
(376,085)
(386,034)
(172,917)

(1,906,795)
(331,482)

320
255,959

0

I15,l27
6,97V

9,020
62,093

0

g 449,496$
219,645 (3,581,707)

683,010
219,990
409,327
175,765
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Local Option Sales Tæ<

Grants and Contributions not Restricted to Specif,rc Purpose

Unrestricted Interest on InvesÍnents

Rents
Perpetual Cemetery Care - Sale of Lots

Revolving Loan Principal Payments

Capital Loan Notes Proceeds

Total General Receþs

Change in Cash Basis Net Assets

Cash Basis Net Assets Beginning of Year

Cash Basis Net Assets End of Year

Cash Basis Net Assets

Resfricted:
Nonexpendable - Library Endowment & cemetery Perpetual care

Expendable -
Road Use Tax (Sneets)

Library Projects
Capital Projects
Debt Service
Other Purposes

Unrestricted

Total Cash Basis Net Assets

$

$

287,223
155,623

8,762

30,701
I1,820
15,492

2,060,000

4,057,713

476,006

2.626.728

3,102,734

68,600

377,467
342,462

1,013,593
t21,995
235,600
943,0r7

3,102,734$

See Notes to Financial Statements.
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City of Rock RaPids

Statement of Cash Receipts, Disbursements, and Changes in Cash Balances

Governmental Funds
Primary Government

As of and for the Year Ended June 30,2012

Revenue
Library

Mernorial
Trust

Deht
Service

Nonmajor
Governmental

Frxrds

219,553
175,765
287,660

Exhibitt E

Total
Capital
Proiects

1

Receipts:
Propefy Tax
Ta>r Increment Financing
Other City Tax
Licenses and Permits

Use of Money and ProPertY

Intergovemmental
Charges for Service

Special Assessments

Miscellaneous
Total Receips

Disbursements:
Operating:

Public Safety
Public Works
Health and Social Servioes

Culture and Recreation

Community and lEconomic Development

General Govemment
Debt Service

Capital Projects
Total Disbursements

Road
Use

TaxGeneral

101

$ 681,660
0

1,350

9,289
35,ó60

161,813

370,245
0

0

0

0

0

4,806
241,775

0

331
70

408,574
0

753
0

3,350
0

0

62,093

1,309,787
175,765
289,763

9,289
57,214

403,588
370,2,+5

62,424

0

0

0

0

13

0

0

0

0

53913

3,4

482,2

0

0

0

0

0

0

4858,I6

0

0

0

1,310
0

0

0

0

0

0

0

0

0

0

0

2,967

3,536,45

82

0

0

0

0

0

0

0

0

0

5

0

0

0

227

732 7I 925 18

24,982
52,288

0

47,741
230,068

34,237
0

0

1 810

I I 249 770 150

281,693
373,461 2I

1,603

494,459
174,256

154,362
0

0

306,675
638,716

1,6CI3

543,510
404,324
188,599
618,485
482,214

0

0

0

0

0

0

0

t4

834 212,967 1,3101, 479,

l5

618,485 482,214 389,316 3,184,1"26



Excess (Deficiency) of ReceiPts

Over (Jnder) Disbursements

Other Financing Sources (Uses):

Capital Loan Notes Proceeds

Refunding of Capital LoanNotes
Sale of Capital Assets

Operating Transfers [n
Operating Transfers Out

Total Other Financing Sources (Uses)

Net Change in Cash Balances

Cash Balances Beginning of Year

Cash Balances End of Year

Cash Basis X'und B¡lances

Nonspendable - Library Endowment &
Cemetary Perpetual Care

Restricted for:
Road Use Tax (Streets)

Library Projects

Debt Service
Capital Projects

Other Purposes

Committed
Assigned
Unassigned
Total Cash Basis Fund Balances

16. 2.t03 os.7l5\ ß31.482) 324,609 (165,241)515nr8-271

270.000

(28

0

0

0

0

0

0

0

0

,000
0

270

0

0

0

0

0

1,460,000
(1,418,753)

0

0

0 41,247

600,000
0

0

17,677
0

0 2,060,000
0 (1,418,753)

00
0 287,677

7,677) (287,677)

0 617,677 (287,677) 641,247

t51,729 36,515 2,103 (37,468) 286,195 36,932 476,006

791.288 340.952 340.359 159,463 727.398 267,268 2,626,728

$ 943 .0t7 377.467 342.462 121.995 l,013.593 304.200 3,102,734

0 69,600 68,600

037
0

0

0

0

53,193
443,629

0 377,467
342,462
121,995

1,013,593

235,600
53,1 93

443,629

19s 195

121.995 1.013.593 304.200 3.102.734

0 0

0

0

0

0

,600
0

0

0

523
,593

0

0

0

0

a
J0

,995
0

0

0

0

0

IT20

0

0

0

0

0

0

0
467

0

0

0

0

0

0

0

7

342,462

2-46234467

0

0

0

0

0

l6

See Notes to Financial Statements.

943.017 377
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City of RockRaPids

Notes to Primary Government Financial St¡tements

June 30,2012

(1) Summary of Significant Accounting Policies

The City of Rock Rapids is a political subdivision of the State of Iowa located in Lyon County. It was first

incorporated in 1885 and operates under the Home Rule provisions of the Constitution of Iowa. The City

operates under the Mayor-Council fonn of government with the Mayor and Cor¡ncil Members elected on a non-

pàrti.- basis. The City provides numerous services to citizens including public safet¡ public lvorks, health and

iocial services, culture and recreation, community and economic development, and general government

services.

A. Reportine Entity

For financial re,porting pu4)oses, the City of Rock Rapids has included all funds, organizations, agencies,

boards, commissions,- arrd authorities of the primary government. The Cþ has also considered all

poturtial component units for which it is financially accountable and other organizations for which the

nature and signifrcance of their relationship with the City are such that exclusion would cause the City's

financial statements to be misleading or incomplete. The Govemmental Accounting Standards Board has

set forth criteria to be considered in determining financial accotrntability. These criteria include

appointing a voting majority of an organization's governing body and (1) the abilþ of the City to impose

its will on that organization or (2) the potential for the orgartrzation to provide specific be,nefits to or

impose specific financial burdens on the City'

These financial statements present the Cþ of Rock Rapids (the primary govemment). As noted in the

Independent Auditor's Rqlort, the component units discussed below are not included in the financial

staternents. The primary government financial statements, because they do not include the financial data

of component units of the City of Rock Rapids, do not purport to, and do not preselrt fairly the cash basis

financiãl position of the reporting entity of the City of Rock Rapids, Iowa, as of June 30, 2012, and the

changes in cash basis financial position for the year then ended in conformity with the basis of accounting

described here in Note 1.

Component Units - If it were not for the City of Rock Rapids preparing financial statements of the primary

government only, the Rock Rapids Municipal Utilities and the Rock Rapids Municipal Housing Agency

would be included as part of the City's reporting entity because of the significance of each organization's

operational or financial relationship with the City. The Rock Rapids Municipal Utilities and the Rock

Rãpids Municipal Housing Agency would be presented as discretely presented compone,lrt units in a
separate column in the Statement of Activities and Net Assets - Cash Basis to emphasize that each is

legally se,parate from the City, but a¡e financially accountable to the City, or whose relationships with the

City are such that exclusion would cause the City's financial statements to be misleading or incomplete.

The Municipal Utilities is govemed by a three-member board appointed by the Mayor and approved by the

Cþ Council and the Municipal Utilities operating budget is approved by the City Council. To obtain the

financial inforrration on the Municipal Utilities, please contact the Municipal Utilities' ofüce. A copy of
the Municipal Utilities' audit report is available for the public's review. The Rock Rapids Municipal

Housing Agency is governed by a frve-member boa¡d appointed by the Mayor and City Council and the

City has the ability to impose its will on the Housing Agency by influencing the programs, projects,

activities and level of services performed/provided by the Housing Agency. To obtain financial

information on the Housing Agency, please contact the Chamber of Commerce/lvfi:nicípal Housing office.
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The Cþ of Rock Rapids received $108,343 from the Rock Rapids Municipal Utilities during the fiscal
year ended June 30, 2012 ($103,063 is intergovernmental receipts and $5,280 is charges for service). Of
the $103,063 in intergovernmental receipts from the Rock Rapids Municipal Utilities, $97,168 is
donations and $5,895 is a reimbursement for the Utilities sha¡e of a construction contract. The City of
Rock Rapids paid the Rock Rapids Municipal Utilities $5,000 for rent and $11,805 for garbage/recycling
billing and collection seryices. The R.ock Rapids Mruricþal Utilities also made contributiors to the City
of Rock Rapids by paying for $3,60û in park iigirts and $143,7i9 iirough the Retroirt Street Ligirting
Project. The City of Rock Rapids also pays the Utilities for utility services and both entities charge each

other for any occasional labor and materials provided to each other. The Crty of Rock Rapids received
$6,835 in intergovemmental receips þa¡mrent in lieu of taxes) from the Rock Rapids Municipal Housing
Agency during the fiscal year ended June 30, 2012. Ttre City of Rock Rapids did not pay arly money to
the Rock Rapids Municipal Housing Agency dwing the fiscal year ended June 30, 2012.

Jointly Governed Organizations - The City also participates in several jointly govemed organizations that
provide goods or services to the citizenry of the Cþ but do not meet the criteria of a joint venture since
there is no ongoing financial interest or responsibility by the participating governments. City officials are
members of the following boards and commissions: Lyon County Assessor's Conference Board, Lyon
County Joint E911 Service Board, Lyon County Emergency Management Commission, the Northwest
Iowa Area Solid Waste Agency, the Lyon County Economic Development Consortium, the Northwest
Iowa Regional Housing Authority and the Hazardous Material Response Commission (HAZMAT).
During the frscal year ended J'¡ne 30, 2072, the City did not contribute any money to the .A.ssessot, E911,
Emergency Management, Economic Development Consortium, the Northwest Iowa Area Solid Waste
Agency, the Northwest Iowa Regional Housing Authority or HAZMAT.

B. Basis of Presentation

Government-Wide Financial Statement - The Statement of Activities and Net Assets - Primary
Government reports information on all of the nonfiduciary activities of the City's primary government.
For the most part, the effect of interfund activity has been removed from this statement. This financial
statemerìt reports govemmental activities which are supported to a significant extent by tax and
intergovemmental revenues.

The Statement of Activities and Net Assets - Primary Government presents the City's primary govemment
nonfiduciary net assets. Net assets are reported in the following categories/components:

Nonexpendable restricted net assets are subject to externally imposed stipulations which
require them to be maintained permanently by the City, including the City's Pennanent
Funds (the Library Endowment and Cemetery Perpetual Care Funds).

Expendable restricted net assets result when constraints placed on net asset use are either
externally imposed or imposed by law through constitutional provisions or enabling
legislation (Special Revenue Funds).

Unrestricted net assets consist of net assets not meeting the defurition of the preceding
categories. Unrestricted net assets often have constraints on resources imposed by
management, whrch can 

-be 
removed or modrtred (General ,t''und).

The Statement of Activities and Net Assets - Primary Govenrme.nt demonstrates the degree to which the
direct disbursements of a given function are ofFset by program receipts. Direct disbursements are those
clearly identifiable with a specific function. Program receipts include 1) charges to customers or
applicants who purchase, use or directly benefit from goods, services or privileges provided by a given
function and 2) grants, contributions and interest on investments restricted to meeting the operational or
capital requirements of a particular frrnction. Property tax and other items not properly included among
program receipts are rçorted instead as general receips.
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Fund Financial Statement - A separate financial statement is provided for the primary government

govenrmental fi¡nds. Major individual governmental funds are reported as separate columns in the fund

financial statemelrt. All relnaining governmental funds arc a1glegated and reported as nonmajor

governmental f,mds.

The City reports the following major gove,mmental funds:

The General Fund is the general operating fund of the Cþ. All gøreral tax receipts and other

receþs not allocated by law or contractual agreement to some other fund a¡e accounted for in this

fund. From the fund are paid the general operating disbursements, the flxed charges and the capital

improvement costs not paid from other funds.

Special Revenue:

The Road Use Tax Fund is used to account for the road use tax allocation from the State

of Iowa to be used for road construction and maintenance.

The Library Memorial Trust Ftrnd is used to account for library projects financed by
donations and investment income.

The Debt Service Fund is utilized to account for the payment of interest and principal on the City's
general obligation and grant anticipation long-term debt.

The Capital Projects Fund is utilized to account for all resources used in the acquisition and/or

construction of major capital equipment and facilities for the Cþ.

C. Measurernent Focus and Basis of Accounting

The City of Rock Rapids maintains its financial records on the basis of cash receipts and disbursements and

the primary government financial statements of the City are prepared on that basis. The cash basis of
accounting does not give effect to accounts receivable, accounts payable and accrued iterns. Accordingly,
the primary government financial statements do not present financial position and results of operations of
the funds in accordance with U.S. generally accepted accounting principles.

Under the terms of grant agreements, the City may fund certain programs by a combination of specific

cost-reimbursement grants, categorical block grants and general receþts. Thus, when program

disbursements are paid, there are both restricted and unrestricted cash basis net assets available to finance

the program. It is the City's policy to first apply cost-reimbursement grant resources to such programs,

followed by categorical block grants and then by general receipts.

When a disbursement in governmental funds can be paid using either restricted or unrestricted resources,

the City's policy is generally to first apply the disbursement toward restricted fund balance and then to

less-restrictive classifications - committed, assigned and then unassigned fund balances.

D. Governmental CashBasis Fund Balances

In the governmental fund financial statements, cashbasis fund balances are classified as follows

Nonspendable - Amounts which cannot be spent because they are legally or contractually required to be

maintained intact (the City's Pennanent Funds).

Restricted - Amounts restricted to specific puq)oses when constraints placed on the use of the resources

arc eTther externaþ imposed by creditors, grantors, or state or federal laws or imposed by law through

constitutional provisions or enabling legislation (the City's Special Revenue, Debt Service and Capital

Projects Funds).
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Committed - A¡rounts which can be used only for specific pruposes pursuant to constraints fonnally
imposed by the Council through ordinance or resolution approved prior to year end. Committed amounts

cannot be used for any other purpose unless the Council removes or changes the specifred use by taking
the same action it employed to commit those amounts (General Fund : Library purposes - $53,193).

Assigned - Amounts the Councii intends to use for specific pu4)oses (Generai Fun<i: Community Center
Purposes - $52,890, Park Improvement Purposes - $54,448, Fire De,partment Purposes - $i38,835, ,lirport
Purposes - $119,001, Lyon County Riverboat Foundation Receipts for Special Projects - $58,454 and
Trees Purposes - $20,000).

Unassigned - All amounts not included in other spendable classifrcations þortion of the General Fund).

E. Budgets and Budgetarv Accountine

The budgetary comparison and related disclosures are reported as Other Information. Dwing the year

ended June 30, 2012, disbursements for the City of Rock Rapids only portion of the budget did not
exceed the amounts budgeted in any function at the end of the fiscal year.

(2) Cash and Pooled Investments

The City's deposits in banks at June 30,2012 were entirely covered by federal depository insurance or by the

State Sin-Jcing Funcl- in aceordance with Chapter l2C of the Code of Iowa. This chapter provides for aclditional

assessments against the depositories to ensure there will be no loss of public funds.

The City is authorized by statute and its written investment policy to invest public funds in obligations of the

United States government, its agencies and instrumentalities; certificates of deposit or other evidences of depo'
at federally insured depository institutions approved by the City Council; prime eligible bankers acceptancc--
certain high rated commercial paper; perfected repurchase agreements; certztn registered open-end management

investment companies; oertain joint investment trusts; and warrants or improvement certificates of a drainage
district.

The City had no investments meeting the disclosure requirements of Governmental Accounting Standards Board
Statement No. 3, as amended by Statement No. 40.

(3) Notes Receivable - Revolving Loan Fund

The City established a Revolving Loan Fund for the pulpose of lending monries for various economic development
projects at a reasonable rate of interest to promote economic development within the City.

The notes issued are payable over ten years at 3.5%o for the first five years and an adjustable rate for the last five
years. The balances as of June 30,2012 are computed as follows:

Balance on June 30,2011 $ 76,192

New Notes Issued 40,000
Payments on Principal (15,492)

Balance on June 30,2012

2l

$ 100,700



The following are the scheduled amounts of notes receivable principal (net of S0 in allowance for doubtful

accounts) coming due for the fiscal years ending:

June 30,2013
June 30,2014
June 30,2015
June 30,2016
June 30, 2017
June 30, 2018 and After

$ 12,198
12,007
12,434
11,008
10,857
42,196

$ 100.700

Loans are carried as notes receivable until deemed uncollectible. As of June 30,2012, no allowance for doubtful
accounts has been recorded.

(4) Notes and Bonds Payable

Annual debt service/loan requirements to maturity for general obligation capital loan notes and grant anticipation

capltal loan notes are as follows:

Year
Ended

June 30

General

Obligation
Capital Loan

Notes

Grant
Anticipation
Capital Loan

Notes Total

Principal Interest Principal Interest Principal frterest

2013
20t4
20r5
20t6
20t7
201 8

20t9
2020
2021

2022
2023

Total

$ 410,000

345,000
390,000
390,000
400,000
410,000
415,000

375,000
200,000
200,000
200,000

81,090

68,993
59,395
54,173
4'1,662

40,462

32,010
22,490
18,710

14,710
10,310

55,000
60,000

0

0

0

0

0

0

0

0

0

465,000

405,000
390,000

390,000

400,000
410,000
415,000

375,000

200,000
200,000
200,000

87,445

72,323
59,395

54,173

47,662

40,462

32,010
22,490
18,710

r4,710
10,310

6

3

,355

,330
0

0

0

0

0

0

0

0

0

$ 3,735,000 450,005 115,000 9,635 3,850,000 459,690

During the fiscal year ended June 30, 2O12, ttre City issued a $2,060,000 general obligation note to pay for street

improvements ($600,000) and to refinance other outstanding gøneral obligation bonds (S1,460,000). The

$600,000 capital note was deposited into the Capital Projects Fund to be used for street projects. The

$1,460,000 capitalnote was de,posited into the Debt Service Fund as refunding notes to payoff $1,390,000 þlus
interest) in outstanding debt on the 2008 G.O Capital Loan Notes. The 2008 G.O. Capital Loan Notes are not
callable until June 2014,therefore, $1,418,753 (reported as an other financing use) was placed in escrow with
Bankers Trust (in state and local securities) to pay off these outstanding notes plus interest once the notes a¡e

callable The bonds were sold at a discounted price of 98.3%o of the principal amount.

During the fiscal year ended June 30, 2012, the City redeemed principal on general obligation capital loan notes

of $1,790,000 ($400,000 in principal payments and $1,390,000 in substance defeasance), paid 5136,476 n
interest on the long-terrn debt and paid 52,599 in note fees. The general obligation capital loan notes were

redeemed through the Debt Service Fund in the fiscal year e,nded hne 30,2012.
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The grant anticipation capital loan notes a¡e to be repaid from an annual contribution in a minimum amount of
$55,000 to the City of Rock Rapids from the Trustees of the James W. and Ella B. Forstü Charitable Trust.

During the fiscal year ended June 30, 20l2,the City redeemed principal of $55,000 and paid 9,352 tl interest o

the grant anticipation capital loan notes. The grant anticipation capital loan notes were redeemed through th..

Debt Service Fund inthe fiscal year June 30,2012.

(5) Pension and Retirement Benefits

The City contributes to the lowa Public Employees Retirement System (IPERS), which is a cost-sharing multiple-
employer defined benefit pension plan administered by the State of Iowa. IPERS provides retirement and death

benefits which are established by state statute to plan members and beneficiaries. IPERS issues a publicly
avaiiabie financiai report that inciudes financiai statements and required suppiementary information. The report
may be obtained by writing to IPERS, P.O. Box 9117, Des Moines, Iowa, 50306-9117 

^

Most regular plan members are required to contribute 5.38Yo of their annual covered salary and the City is

required to contribute 8.07Yo of covered salary. Certain employees irr special risk occupations and the Cþ
contribute an actuarialiy determined contribution rate. Contribution requirements are established by state

statute. The City's contributions to IPERS for the years ended June 30, 2012,2011 and 2010 were 542,964,
532,253 and$29,743, respectively, equal to the required contributions for each year.

(6) Other Postemployrnent Benefits (OPEB)

Plan Description. The City operates a single-employe.r retiree benefit plan whieh provides mcdieaVpresenption
drug benefrts for employees and retirees and their spouses. There are 11 active and no retired members

participating in the plan. Farticipants must be age 55 or older at retirement.

The medicaVprescription drug benefrts are provided through a fully-insured plan with Wellmark Blue Cross and

Blue Shield of lowa. Retirees under age é5 pay the same premium for the medicaVprescription drug benef,rt

as active employees.

Funding Policy. The contribution requirements of plan members are established and may be amended by the

City. The City currently finances the retiree benefit plan on a pay-as-you-go basis. The most recent active
member monthly premiums for the City and plan members are $541 for single coverage and $1,348 for
family aoverage. The same monthly premiums apply to retirees. For the year ended June 30, 2072,the City
contributed $88,729 and plan members eligible for benefits contributed 527 ,96A to the plan.

(7\ Compensated Absences

City employees accumulate a limited amount of eamed but unused vacation and sick leave hours for subsequent

use ot for payment upon termination, retirement or <ieath. These accumuiations are not recoElize<i as

disbursements by the City until used or paid. The City's approximate liability for eamed vacation and sick leave

payable to employees at June 30,2012, primarily relating to the General and Road Use Tax Funds, is as follows:

Type of Benefit Amount
Vacaticn
Sick Leave

Q /< a/o
v aJtoat

21,,926

Total

ZJ

$6 775



(8)

All of an employee's vacation is paid upon retireme,nt, termination or death. If an employee, except a Library
employee, has ten or more years of service with the Cíty, l5o/o of sick leave is paid upon retirement, termination
or death. No sick leave is paid upon retireme,nt, termination or death for Library ernployees. The amount of
sick leave reported above only includes sick leave hor¡rs for employees that have attained the teir years or more
of service requirement 

r

This liabilþ has been computed based on rates of pay in effect at June 30,2012.

Interfund Transfers

The detail of Interfund transf€rs for the year ended June 30, 2012 is as follows

Transfer to Transfer from Amount

General Special Revenue:
Local Option Sales Tax $ 270,000

Special Revenue:
Urban Renewal Tax Increrne'lrt 17,677

Total $ 287,677

Transfe¡s generally move resources from the fund statutorily required to collect the resources to the fund
statutorily required to disburse the resources.

(9) RiskManagement

The City is exposed to various risks of loss related to torts; theft, damage to and destruction of assets; errors and

omissions; injuries to employees; and natural disasters. These risks are mainly covered by the purchase of
commercial insurance. The City assumes liability for any deductibles and claims in excess of coverage

limitations. Settled claims from these risks have not exceeded commercial insurance coverage in any of the past

three fiscal years. Please see "Findings Related to the Primary Government Financial Statements: I2-H" in
regards to "hangar keepers coverage" for the airport.

(10) Employee Health Insurance Coverage

The City of Rock Rapids provides goup health insurance coverage for eligible employees through 'Wellmark

Blue Cross and Blue Shield of Iowa. The Cify assumes liability for claims against the insurance deductible of
$250 for the first $500, and covers anything over that up to $2,000 under an individual policy. The City covers

$500 for the fi¡st 51,000, and covers anything over that up to $4,000 for a farnily policy. The City's expense for
insu¡ance prerniums and any deductibles paid for health i¡surance coverage is accounted for in the appropriate
fund.

(11) IntergovernmentalAgreement

The City has entered into an agreement with the Northwest Iowa A¡ea Solid 'Waste Agency, a political
subdivision created in accordance with Chapter 28E of the Code of Iowa, for disposal of solid waste produced or
generated from within the City. There were no paymørts made during the fiscal year ended ú,tne 30,2012.

Special Revenue:
Capital Projects
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State and federal laws and regulations require the Agency to place a final cover on its landfill site when it stops

accepting waste and to perform certain maintenance and monitoring functions at the site for thirty years after

closure. The closure and post closure costs to the Agency have been estimated at 52,318,800 as of June 3r

2012 andthe portion of the liability that has been recogrri zed.by the Agency as of June 30, 2012 is $1,355,600.

The estimated remaining life of the landfill is 27 years and the capacity used at June 30, 2012 is approximately

58 percent. The Agency has begwr to accumulate resources to fund these costs. As of June 30, 2012, assets of
$1,514,198 are restricted for these purposes. The Agency has fully demonstrated financiai assurance for ciosure

and post closure case costs as required by Chapter 111 of the Iowa Administrative Code. No estimate has been

made as to the possibility of any future assessments to the City"

(12) Commitments

In July 2011, the City approved a contract for construction of the Union Street Detention Basin project for

5142,656. As of June 30, 2}l2,the project was still in process. Dwing fiscal year ended June 30,2012
$135,017 was paid to the contractor and $7,639 was remaining to be paid on the contract. (See "Subsequørt
Events" below)

In March 2012, f.ne City approved a contract for Green Street utility improvements Í"or $7i,52i (after change

orders)" During the year ended June 30, 2012, 554,570 was paid to the contractor, and $16,951 was the

remaining contracf outstanding. (See "Subsequent Events" below)

In May 2012, the City approved a contract for a sound system for the Forster Community Center for $43,535. As

of June 30, 2012, the installation was still rn process and the entire contract balance was outstanding. (See

"Subsequørt Events" below)

In hrtay 2012, the City approved a contract for improvanents at the Forster Community Center for 59,492. As of
June 30, 2012, t}re work on the improvements was still in process and the entire contract balance w.
outstanding. (See "Subsequent Events" below)

(13) Subsequent Events

Events that have occurred subsequent to June 30,2072 until the date of the audit report include the following:

In August 2012, the City approved a change order for an increase of $3,698 to the contract for the Union Street

Detention Basis project and also, final palnnent for the project of $7,639 from the Capital Projects Fund.

In September 2012, ttre City approved a construction contract for the Pearl Street Paving Improvement project for

5II7,293 to be paid from the Capital Projects Fund.

In September 2012, the City paíd59,492 from the General Fund for the contract for improvements to the Forster

Community Center.

In November 20!2, the City paid $43,535 from the General Fund fbr the contract for instaiiation oi a sound

system for the Forster Community Center.

1 ) .-- t --,1- -,- ^ t - -^,- 
^----L-- 

61 nz ofì1 :- +L-^^ ^^.-^1 ^--,,^1 *^-*--+- ^fln l\ovemDg.r zvL¿, iilc urty approvgo tu lEllllutttstt Lyuu \,uurrLy ,ÐL twroTJ lll Lruev vYu4r 4rurwr y4Juawr¡Lù vr

556,964 startrng in frscal year 2014 for the K-52 resurfacing project'

In December 2012,the City approved the final payment of $16,951 fiom the Capitai Projects Fun<i for the Greene

Street Utility Extension project.

In December 2012, t}re City approved paynrent of $107,799 from the Capital Projects Fund for the Pearl Street

Paving Improvement proj ect.

In January 2013, the City approved to authorize aloan from the Revolving Loan Fund in the amount of $21,000

payable over 10 years at 3.5o/o for the first five years.
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City of Rock Rapids

Other Information
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City of RockRapids

Budgetary Comparison Schedule of
Receipts, Disbursements and Changes in Balances -

Budget and Actual (Cash Basis) - All Governmental Funds
Primary Government

Other Information

Year Ended June 30,2012

Governmental

Funds

Actual

Budgeted Amounts

Orieinal Final

Final to

Actual

Variance

Receipts:
D+n¡arêrr'l-avr rvl/vrLJ r o^

Tax Increment Financing

Other City Tax

Licenses and Permits

Use of Money and Property

Intergovernmental

Charges for Service

Special Assessments

Miscellaneous

Total Receipts

Disbursernents:

Public Safety

Public V/orks

Health and Social Services

Culture and Recreation

Community and Economic Development

General Government

Debt Service

Capital Projects

Total Disbursements

Deficiency of Receipts
Under Disbursements

Other Financing Sowces, Net

Balances Beginning of Year

3,018,885 3,097,676 3.097.676

$ 1,309,787

175,765

289,',163

9,289

57,274

403,588

370,245

62,424

340,810

1 ?11 <<n

163,081

r80,642

11,000

80,235

616,756

298,675

36,127

399,610

1 1-l 1 <<ñ
trJ I Lt-'J\J

163,081

180,642

11,000

80,235

616,756

298,675

36,127

399,6t0

tl '7^a\
\rr'v-¡,,

12,694

r09,L21
(1,711)

(23,02t)
(213,r68)

71,570

26,297

(58,800,

(78,791)

306,675

638,716

1,603

543,510

404,324

188,599

618,485

482,214

353,098

707,202

1,000

635,619

642,036

224,368

573,276

460,000

402,098

775,202

5,000

736,619

657,036

224,368

623,276

613,000

95,422

136,486

3,397

19-?,109

252,7t2
35,769

4,791

130,786

3,184,126 3,596,599 4,036,599 852,472

(t65,24t)

64t.241

(498,923)

(.)

(938,923)

ó40.000

773,682

1.247

Excess (Defrciency) of Receipts and Other

Financing Sources Over (Jnder) Disbursements

and Other Financing Uses 476,006

2,626,728

(498,923)

2,293,663

(298,923)

2.293,663

774,929

333,065

s 3,102,734 1,794,740Balances End of Year

2'7

t.994,740 I,r07,994



City of RockRapids

Budgetary Comparison Schedule of
Receipts, Disbursements and Changes in Balances -

Budget and Actual (Cash Basis) - All Governmental Funds
Primary Government

Other Information

Year Ended June 30,20t.2

Note: These frgures do not reflect amounts included in the City's legally adopted budget for the Rock Rapids

Municipal Utilities, which is a component unit that was audited separately. The amounts that were removed for
the Rock Rapids Municipal Utilities from the original budget included 94,36I,423 in receipts (charges for
service), 54,132,441in disbursements (business tlpe activities), balance beginning of year of $5,462,016 and

balance end of year of $5,690,998. The amounts that were removed for the Rock Rapids Municipal Utilities form
the final amended budget included 54,748,423 in receipts (charges for service),$5,767,441 in disbursements
(business type acti'ñties), balance beginning of year of 55,462,016 and balance end of year of $4,442,998.

o

See Accompanyrng Úrdependent Auditor' s Re,port.
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City of RockRapids

Notes Other Information - Budgetary Reporting

June 30.2012

The budgetary comparison is presented as Required Supplementary Information in accordance with
Governmental Accounting standards Board statement No' 41 for governments with significant budgetary

perspective diffe¡ences resulting from not being able to present budgetary comparisons for the General

Fund and each major Special Revenue Fund.

In accordance with the Code of Iowa, the City Council annually adopts a budget on the cash basis following
required public notice and hearing for all funds except Írternal Service Funds (which there are none) for the

Cþ of Rock Rapids. The City's adopted budget includes the Rock Rapids Municipal Utilities, which is a
legally sqrarate component unit. The annual budget may be amended during the year utilizing similar
statutorily prescribed procedtres.

Formal and legal budgetary control is based upon nine major classes of disbursements known as functions,

not by fund. These nine f¿nciions are: public safety, public'works, health and sooial services, cult'¿re and

recreation, community and economic development, general govemment, debt service, capital projects, and

business t¡pe activities. Function disbr:rsements required to be budgeted include disbursements for the

General Fund, the Special Revenue Funds, the Debt Service Fund, the Capital Projects Fund, the Permanent

Fund.s and the Enterprise Funds. Although the budget document presents fiinction disburse.ments by fund,

the legal level of control is at the aggregated function level, not by fund. During the frscal year, there was

one budget amendment on May 30, 2012 (Crty only portion of the budget: budgeted receipts did not

change, budgeted disbursernents increased by $440,000 and other financing sources, net increased by

$640,000).

The Budgetary Comparison Schedule of Receipts, Disbursements and Changes in Balances - Budget and

Actual (Cash Basis) - All Governmental Funds - Primary Govemment does not reflect the arnounts

included in the Crty's budget for the Rock Rapids Municipal Utilities. Please see the Rock Rapids

Mgnicipal Utilities audit report for information concerning budget to actual figures for the Municipal

Utilities.

During the year ended June 30, 2012, disbursements did not exceed the final amended budget amount for any

function of the Crty only portion of the certified budget. However, disbursements in the business

type/enterprises activities function for the Rock Rapids Municipal Utilities exceeded the amount of the

original adopted budget before the amended budget was approved by the City Council on May 30,2072.
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City of Rock Rapids

Supplementary Information
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City of Rock Rapids

Statement of Cash Receipts, Disbursements
and Changes in Cash Balances

Nonmajor Governmental Funds
Primary Government

As ofand for the Year Ended June 30' 2012

Revenue Permanent

Schedule I

36,932

267.268

Employee
Benefits

$ 219,553

219

Sales Tax Tax Increment
Revolving
Loan Fund Endowment

2.000

Cemetery
Perpetual Care

1I,720

54,880

Total

219,553
175,765
287,664

3,535
)1 t2

24,982
s2,288
47,741

230,068
7

It,720 324,609

0 Q87.677)

Receipts:
Propefty Tax
Tax Increment Financing
Other Cþ Tax
Use of Money and Propelry
Miscellaneous

Total Receipts

Disbursements:
Operating:

Public Safety
Public Works
Culture and Recreation
Community and Economic Development
General Government

Total Disbursements

Excess (Deficiency) of Receipts Over

(ìUnder) Disbursements

Other Financing Uses:

Operating Transfers Out

Net Change in Cash Balances

Cash Balances Beginning of Year

21,696 287,223

0 1270.000)

21,696 17,223

34.52383 .822

43

0

7

0

0

0

0

0

0

0
J

287

0

0

0

872
0

0

0

0

24,893 (20,923)

0

0

0

,223
0

0

0
0

0

0

0

0

175,765
0

0

0

r'l.677\

1,216

10.937

Q0,e23)

8 r.106

0

0

0

,535

0

0

0

Is0
0

0

0

0

0

720

287

24,982
52,288
47,741
39,046 40,0,5

0

0

0
0

0

0

0

0

0

07
0 I 872 I 0 389

Cash Balances End of Year $ lOs 18 51 746

31
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Cesh Basis '.,¡nd 
Balances

Nonspendable: Library Endowment &
Cemetary Perpetual Care

Restricted for:
Other Puposes

Total Cash Basìs Fund Balances

105.5t8

$ 10s,518

$0 0

5TJ46

51.746

66,600

0

68,600

235.600

0

18.153 6CI.183

18.153 60.183

0 2,0 0

2.000

0

66.600 304200

Seo Aecompanying Indepondeat Auditorrs Report.
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Schedule 2

City of Rock RaPids

Statement of Indebtedness - Primary Government

Year Ended June 30, 2012

Ohlisation
Date of

Issue

General Obligation Capital Loan Notes:

Street Improvements MaY 1,2008
Street Improvements June 1, 2010

Street Improvements lrpril 30, 2012

Reñrnding 20128 /rPnl30,20l2

Interest
Rates

3.20-3.3s%
1.55-3.40%

2.0%-235%
0.8%-1.80%

Amount
Originally

Issued

$ 2,550,000
1,675,000

600,000
1,460,000

Balance
Beginninig

of Year

$ 1,990,000
7,475,040

0
0

3.465,000

$ 170.000

Issued

During
Year

Redeemed
During
Year

Balance
End of
Year

405,000
1,270,ooo

600,000
1.460.000

3,735,000

Interest
Paid

Írterest
Due and
Unpaid

0

0

0
0

600,000
1.460.000

2.060.000 1,

1,585,000
205,000

0
0

100,576
35,900

0
0

136,476

9,352

0
0
0
0

Total

Grant Anticipation Capital Loan Notes:
ForsterCommunityBuilding June 1, 1998 5.50-5.55% $ 670,000 0 55.000 115,000

See Accompanyrng Independent Auditor' s Report
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S lule 3

Street
fmnrovements

Issued June 1.2010

City of Rock Rapids

Bond and Note Maturities - Primary Government

June 30, 2011

General Obligation Capital Loan Notes

Street Refunding
20128

Issued Mav 1.2008 Issued April 30, 2012

Street
ImDrovements

Issued April30.2012Year
Ending
June 30,

Interest
Rates

Interest
Rates Amounts

200,000

405.000

Interest
Rates Amounts

Interest
Rates

2.0-2.35%

2013
2014
20t5
20r6
2017
2018
2019
2020

2021-2023

$ 210,000
140,000
145,000
145,000
150,000
155,000
160,000
165,000

0

Amounts

270.000

Amounts
$ 55,000

60,000

0

0
245,000
245,000
250,000
255,000
255,000
210,000

0

$ 410,000
345,000
390,000
390,000
400,000
410,000
415,000
375,000
600,000

Amor¡nts Totals

t.55%
t.95%
2.2s%
2.80%
2.80%
3.15%
3.40%
3A0%

3.20%
3.35% 205,000

0
0
0
0
0

0

0

0

0

0
0

0

0

0

0

0.08%
r.0%
r.2%
r.4%
r.6%
r.8%

600,000

$t 1.460.000 600.000 $ 3,735,000

Grant Anticipation
Capital Loan Notes
Forster Community

Buildins
Issued June I 1998Year

Ending
June 30,

2013
20t4

Interest
Rates

5.50%
5.55Yo

Total $ 115,000
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City of Rock Rapids
Schedule of Receipts by Source and Disbursements by F unctiion -

All Governmental Funds
Primary Government

For the Last Ten Yeans

20lr 2010 2049 2008 2407

Schedule 4

2006 2005

Receipts:

Property Tax
Tax úrcrement Financing
Other tCity Tax
Lir:enses and Permits

Use of Money and Property

Intergovernmental*

Charges for Service

Special Assessments

Miscellaneous

Total Receipts

Disbursements:

Operal;ing:

Public Safety

Public Works

Health and Social Services

Cu1h¡re and Recreation

Cornmunity and Economic
Development

Geno:ral Government**

Debt Service

Capital Projects

2012

$ 1,309,787
775,765
289,763

9,289

57,214

403,588

370,245

62,424

340,810

$ 3,018,885

$ 306,675

638,716

1,603

543,510

404,324
188,599

ó18,485

482,2r4

1,320,420
177,782
187,085

8,594

50,243

546,4r8

329,933

I 19,360

228,978

7,r48,455
r24,264
181,385

7,354

67,890

518,490

300,259

361,821

184,592

r,243,r28
116,926
1g1,954

10,424

106,550

854,690

302,792

26,282

174,904

7,204,574
106,300
772,028

10,685

94,1.46

454,564

286, tL58

3,292

142,'127

237,072

602,819

0

489,1.12

224,259
r70,643

840,100

432,012

1,281,476
c)7 7).1

177,454

10,183

728,669

5(;9,Vll
279,477

4,565

r53,097

1,143,078
58,816

150,698

10,309

85,90i

63r,132

257,502

3,414

277,009

205,274

507,579

0

575,733

332,804
153,684

538,022

61,206

1,781,996
65,530

r49,617

10,032

44.256

502,983

252,326

3,915

r23,19:t

250,076

449,503

0

472,025

239,382
152,784

483,111

183,434

2404

1,r88,',,|62
59,',127

136,9ó8

7,618

34,1184

722,:105

243,203

25,)120

185,300

242,243

601,982

0

384,414

370,1t03

206,552

515,',I59

95,876

2003

1,004,626
25

139,648

7,680

38,059

559,510

223,498

107,964

136,6V7

2.24,089

4r2,233
0

336,579

58,903
559,428

1,046,698

616,287

2,967,753 2,8g4,5I0 2,957,650 2,474,¿108 2,701,955 2,677,859 2,333,848 2,603,187 2,217,687

329,798

665,723

0

507,794

372,628
192,748

563,290

690,595

275,426

985,920

0

592,245

290,526
2r4,721
946,888

1,107,806

462,199

499,689

0

461,023

252,009
176,'Ì76

899,473

1,952,377

2Ct8,849

4(;1,3V0

0

512,r54

210,8l0
163,409

60ó,850

5V7,829

Total Disbwsements $ 3,184,126 3,322,576 4,312,932 4,703,426 2,996,017 2,741,277 2,314,302 2,229,715 2,416,929 3,254,217

*úrtergovemmental includes a $100,000 donation in2007 and 2003 from the Rock Rapids Municipal Utilities that were reported as "special items"
**GeneralGovernmentinclurle aS2TT,3}}donationin2003totheRockRapidsMunicipalUtilitiesthatwasreportedasa'specialitem".
S,ee Accompanying Independ ent Auditor' s Report.
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Government Au-ditine éleldeId!

To the HonoraÏ:le Ma5'sç anel Membcrs of the Cþ Couneil:

We have audited the accompanying hnancial statements uf tire goveniffieiìtai aetivitìes, each iriajor fi¿nci anci the

aggregate rei'naining ttrnd information of in" city of Roek Rapids, [owa, as of and f-or the f,tscal year ende<i June 30,

Z.-A11,*which coiiectivel¡r eomprise the City's basic primary government financial statements listed in the table of
contents, and have issr,reå our report thereon dated February 25 

" 
2013 Our report expressed unqualifred opinions on thc

pÍrmar]/ government financial statements whieh \¡/çre prepåred in eonformiS, with another eomprehensive basis of

aeeounting. F{owever, the financial statements ref'er"red to above include only the primary government of the City of

Rock Raprds, Iowa, whieh eonsists cf all funds, organizations, institutions, agencies, departments, and offiees that

comprise the Cify,s legai entity The financial statements do not include finaneial data for the City's legally separate

""rrrþorr-rrt 
units, whiJh o*"*unti"g plinciples prepareó on the basis of accounting desoriberJ in Note 1 require to be

reported with the f,rna-neial dafz of the City's primarl primary afl

ståtements do not purpofl to, and do not, present fairly th the repo e Lny

of Rock Rapids. Iov,ra, as of June 3Û- 2AI2, and the changes n for the ended

in eonformìry.with the 6asis cf aceounting riescribed in Note i. We conducted or-ir audit in aeoordance with U'S.

generally aceepted auditing siandarcls and tñe sþ,ndards a-ppiieable to financial audits cottained in Government Auditing

Siar.tdards, issued by the Comptroller Genera! of the Unlted- States.

The management r_¡f tlic City of Roek Rapids, IoiÈ/a, is respcnsible f'oi'establishing and maintauring effective

ìirtenral content aver finaneial reporting. ln plannin g artd per.fonning our a-udit, we considered the CitSu of Rock Rapids"

ir¡ter:ral control ovel' f,rnancial reporting as a basis for designing our auditing procedures for the purpose of expressing

our opinions on the primary government financiai statements, but not f,or the purpose of expressing an opinion on the

effeeti'eness of the Òi4, of F-oek Rapieis' internai control over f,inanciai reporting. Aecordingly, we do not expr"ess arì

opinion on the effeetiveness of the City of Rock Rapids' intemal control over finaneial reportirig.

Our consideration of internal eontrol over finanoial reporting rryas for the limited purpose described in the

eficiencies in internal control over financial reporting that

d therefcrc, theie can be nc assurance all Ceficiencles,

identif¡ed. However, as described in the aeeompanying

ernal controi over financial reporting that we consider to be

material -weaknesses and other deficiencies we consider to be significant def¡ciencies.

A deficieney in internal eontrol exists when the design or operation of a control does not aiiow management or

employees, in the nãnmal course of pelfo gneei funetions, to prevelt,or detect and correct misstatemenrs

on a timeþ basis. A rnaterial weakness or a eombination of deficiencies, in internal control suct' I

there is a ¡"easonable possibilrty a mafeúal misstatement of ttre City's financial statements will not be preventecr or

detected and correct*á on a timely basis. We consider the deficierreies described in the accompanying Schedule of
Findings as items 12-A,8. E, F, G. H and K to be mate|iai weaknesses.
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A signif,rcant deficiency is a defîciency or a combination of deficiencies, in intemai control which is less severe

than a matèrial weakness, yei important enough to merit attention by those charged with governance. We consider the

deficiencies described in the accompanying Schedule of Findings as items lz-C,D,I and J to be signifrcant deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Rock Rapids' primary govemment financial

statements ãre free of malerial misstatement, we performed tests of its compliance with certain provisions of laws,

regulations, contracts and grant agreements, non-compliance with which could have a direct and matenal effect on the

deiermination of financial statement amounts. However, providing an opinion on compliance with those provisions was

not an obj ective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no

instances of non-compliance or other matters that are required to be reported under Government Auditing Standards '

However, we noted certain immaterial instances of non-compliance or other matters which are described in the

accompanying Schedule of Findings.

Comments involving statutory and other legal matters about the City's operations for the fiscal year ended June

30, 2012 are based exclusÑely on lorowledge obtained from procedures performed during our audit of the pirnary

govemment financial statements of the City. Since our audit was based on tests and samples, not all transactions that

mrght have had an impact on the commentswere necessarily audited. The comments involving statutory and other legal

matters are not intended to constitute legal interpretations of those statutes'

The City of Rock Rapids' responses to findings identified in our audit are described in the accompanying

Schedule of Findings. While we have expressed our conclusions on the City's responses, we did not audit the City of

Rock Rapids' responses and, accordingly, we expfess no opinion on them.

This report, a public record by law, is intended solely for the information and use of the officials, employees and

citizens of the City oi Rock Rapids, Iowa and other parties to whom the City of Rock Rapids may report, and is not

intended to be and should not be used by anyone other than these specified parties.

rve would like to acknowledge the many courtesies and assistance extended to us by personnel of the Ciry of

Rock Rapids during the course of our audit. Should you have any questions concerning any of the above mafcets, we

shall be pleased to discuss them with you at your convenience'

fl-ût\W" þ Unnony retUU
De Noble & Company PC
Certifi ed Public Accountants

February 25,2013
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City of Rock Rrpids

Schedule of Finrtings

Year Ended June 30r2t72

:

INTERNAL CONTROL DEFICIENCIES :

t2-A Seeregation of Duties - One irnportant aspect of intemal control is the segregation of duties among

employees to preveirt an individual errployee from handling duties which are incornpatible. We noted that
the handling of cash and nume¡ous recordkeeping functions are not entirely separated among e,rrployees.

Recomme,ndation - We reriltze that with a limited nr.mber of office employees, segregation of duties is
difficult. However, the City should review its control procedures to obtain the maximum intefilal cont-ol
possible under the circumstances. An independent person could be used to regularly approve time sheets,

check paychecks for accuracy, veriry vacation and sick leave, examine eryloyee expense reimbursernents,
periodically examine investments, review invoices and review the financial records.

Response - lWe will continue to investigate the options we have within economic constraints and segregate

duties to the extent possible with existing persormel. We have made arrangements to utilize the Rock Rapids

Municipal Utilities personnel to prepare the bank reconciliations fo¡ our accounts.

Conclusíon - Response accepted. It is important that you continue to attempt to implement th
recommendations.

l2-B Records of Accounts - The Library Board maintains the accounting records pertaining to the operations of the
Library. These transactions are not recorded in complete detail in the Clerk's records (only the totals for the
fiscal year are sntered in the Clerk's records). Chapter 384.20 of the Code of Iowa states in pa¡t that "a city
shall keep accounts which show an accurate and detailed statement of all public funds collected, received, or
expended for any city purpose."

Recommendation - For better accountability, financial and budgetary control, all financial activity of all City
accounts should be recordd in the Clerk's records.

Response - The frnancial activity and balances of the Library are subjected to annual audit and are handled by
responsible individuals. No iregularities and only minor errors have ever been detected. If the Library Board
has en individual .¡¡ho is .;rilling and able to provide her services for no additionatr remuneration, the City
Clerk will continue to review the Library Board's reports that are provided on a monthly basis as a form of
control and e,nter the fiscal year totals in the Clerk's records.

Conclusion - R.esponse acknowledged. The City of Rock Rapids is awa¡e of our recommendation.
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t2-c Caoital Assets/Inventory Records - Complete records for all capiøl assets (office equipment records have not
been finalized) and inventory should be maintained and kept up-to-date. Capital assets are not all marked for
identifrcation purpos es.

Recommendation - To facilitate the proper insurance, maintenance and safeguarding of these assets, such

records should be established. A reconciliation of all propert¡ equipment and inventory should be taken by
an independent person at least once a year and compared against capital assets/inventory records. Capital

assets should be marked for identification purposes to assist in the existence and accountability functions.

Response - We have completed the records for all areas to date other than ofüce equipmørt. We will continue
to work on compiling complete records and annually reviewing this list.

Conclusion - Response accepted.

l2-D Off-Site Storage of Manual Records - There may be some benefit to having some of the manual records

duplicated and the copies stored at an off-site location.

Recommendation - Sensitive manual records should be evaluated for needed protection and stored at an off-
site location.

Response - We have created copies of records of certain records that are being stored off-site. We will
continue evaluating manual records for what may need to be stored off-site.

Conclusion - Response accepted. Please do attempt to evaluate the manual records.

Iz-E Job Rotations - Financial personnel's duties are not always rotated for a period of time each fiscal year

Recommendation - The City should consider the need for financial personnel (including the Library) to

annually take a minimum amount of vacation time and each person's duties should be done by another

employee when a person is on vacation. The City needs to have individuals who a¡e trained in an employee's
position in case of an emergency to provide backup support.

Response - We will continue to work toward being able to rotate duties within economic constraints. We
attempt ¡e minimize any potential problems in this area through supervisory review ofjob duties.

Conclusion - Response acknowledged. Please atternpt to rotate financial personnel's duties on a regular
basis. Please make sure the Llbrary addresses this also.

l2-F Manasement Procedures - Based on findings during the audit, we identified that there appears to be a lack of
oversight by manageme,lrt over developing internal control, compliance and antif¡aud procedures and

monitoring existing procedures tbat are in place to ensure the procedures are enforced.

Recommendation - City management needs to establish policies and procedures that ensure effective internal

control, compliance and antifraud procedwes are in place and monitored on a regular basis. City management

needs to review any audit findings identifred and assess the level of risk associated with each finding and

incorporate this assessed level of risk into its development of policies and procedures.

Response - The Cþ expects to completeþ resolve several recomrnendations and will continue to work on the

other comments/recommendations within time constraints.

Conclusion - Response accepted.
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I2-G payroll Time Sheets/Time Cards - Payroll time sheetsitime cards are not being completed by all employees'

Wè also noted instances where employee's time sheets/time cards are not being signed by the employee'

Recommendation - The Crty shouid consi<íer the neerÍ to require ail City personnei to sign their daiiy time

sheets or time cards. All City time ca¡ds/sheets should have signature lines for the employee and the

employee's direct supervisor that should be required to be completed before payroll is paid in order to attest

to the accuracy ofhours worked.

Response - procedures have subsequently been established to require that time sheets and time cards are

formally approved and signed by the employee's supervisor dwing payroll processing.

Conclusion - Response accepted. Please make sure the procedures are followed by all personnel.

l2-1g- Iqsl.tr?nce policy - The City has received a recommendation from its ilsurance provider to require
¿'nutgirt"*po* óorr".uge" in the airport's fixed base operator lease. This is a separate policy that covers the

aircrãftthat is being serviced or repaired by the lessee, as this is not covered by the general liabilþ policy'

Recommendation - The City should consider the need to require an adequate amount of "hangerkeeprs

coverage" in its airport operator lease'

Response - The City will continue to evaluate the necessity to require "hangarkeqrers coverage" in the

airport's fixed base operator lease."

Conclusion - Response accçted. Please make sure your City Attorney and insurance agent are in agreeme-

that the City has adequate coverage based on the risk the City is willing to accept.

lZ-I Accountins Procedures Mariual - The City Library does not have an updated accounting procedures manual

for the Library's accounting system.

Recommendation - An updated accounting procedures manual should be prepared, adopted by the Library

Board and implemented for the Library's accounting system.

Response - We will work on updatrng the Library's accounting procedures manual.

Conclusion - Response accePted.

12-J Airport Fuel Sales Test - We noted that there is no procedures in place for reconciling and reviewing atrport

fuel sales, gallons purchased and gallons on hand on a consistent basis.

Recommendation - The City should implement procedures to reconcile the credit card sales statements

received from the credit car companies to the deposits made into the bank accounts in order to be sure that all

money is being properly depositèd. Additionally, a reconciliation should be performed comparing the number

of gaiions puróliased to the number of gallons sold; the reconciliation should be reviewed by the appropriate

level of management for reasonableness.

Response - We will revisit the procedures for the airport fuel sales and fuel accountability in order

determined a better way to reconcile the airport fuel sales and fuel used.

Conclusion - Response accepted.
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12-K Fire Denartment VehieleÆuel Usage - We notd tbat there was no rwiew being performed of the fuel usage of
the fire departmøit. Vehircle/machinery mileage should be compared to firel consurnption on a regular basis.

Recommendation - The Cþ should implenrent procedures to review the fuel usage of the fire departrnort.

Vehicle mileagç should be compared to fuel consrrmption on a regular basis to veriry reasonableness of
mils¿gç Per gallon.

Resoonse - rüe will irnplenient yout recommendation.

Conclusion - Response aocepted.

INSTANCES OF NON-COMPLIANCE:

No matters were noted.
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City of RockRapids

Schedule of Findings

Year Ended June 30,2012

Other Findinss Related to Required Statutorv Reportins:

l2-l Certified Budeet - Disbursements during the fiscal year ended June 30, 2012 did not exceed the amount

budgeted in any of the firnctions for the City of Rock Rapids only portion of the certifred budget. During

the frscal year ênded June 30, 2012, disbursements did not exceed the final amended budget amount for
any function of the City only portion of the certified budget. However, disbwsements in the business

type/enterprises activities function for the Rock Rapids Municipal Utilities exceeded the amount of the

origrnal adopted budget before the amended budget \ryas approved by the Cþ Council on May 30,2012.

Please see the Rock Rapids Municipal Utilities audit report for the reportable comment made concerning

this deemed certified budset non-compliance.

i2-2 Ouestiona'olE DisbUrSemçnts - 'We noted no cíisbursements which w-e believe may noi meet the

requirements of public purpose as defined in an Attomey General's opinion dated April 25,1979'

1a a
I Z-J Travel Expense - No disbursements of City money for tiavel expenses of spouses of City ofhcials cr

employees were noted.

l2-4 Business Transactions - No business transactions between the City and City offrcials or employees were

noted.

t2-5 Bond Coverase - Surety bond coverage of City offrcials and employees is in accordance with statutory

provisions. Tte amount of coverage should be reviewed annually to ensure that the coverage is adequate

for current operations.

12-6 Council and Boa¡d Minutes - We noted that the Council had included in its resolution of interfund

transfers amounts which were actually funds being designated by the council for specifrc purposes and

were not actually transfers from another fund'

Recommendation-The City should pass separate resolutions for Interfund transfers and restrictions on

use of funds.

$esponse- We will implement your recommendation

Conclusion- Response accepted.

I)e,posits and Investments - No instances of non-compliance with the deposit and investment provisions

of ònup". 128 and 12C of the Code of Iowa and the City's written investment policy were noted.
t2-7
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t2-8

72-9

t2-70

Compilation of Ordinances - In accordance with Chapter 380.8 of the code of Iowa,theCity must at least

annually compile a supplement to the Code of Ordinances consisting of all new ordinances and

amendments to ordinances which became effective during the fiscal year. We noted that the supplernent

to the Code of Ordinances did not include all ordinances adopted in fiscal year 20lll20l2 and that the

table of contents was not updated.

Recommendation - The County should update the supplement to the Code of Ordinances annually as

required by Chapter 380.8 of the Code of lowa.

Response - rWe will update the supplement to the Code of Ordinances and make sure the compilation of
ordinances gets done timely inthe future.

Federal Emplolment Filines - We noted personnel files which did not have the employee's Forrn I-9 or
Form\W.-4 inthe file.

Recommendation - The City should implement procedures to ensure all required employment forns are

being maintained for all employees.

Response - We will get the required employment ñlings completed and put in each employee's personnel

file.

Conclusion - Response accçted.

Investment Policy - The City's investment policy has not been reviewed and approved by the Council in
the last three years as required by the policy.

Recommendation - The City needs to review and approve the investment policy. Additionally,
procedwes should be put in place to ensure that the policy is reviewed and approved by the Council at

least every three years.

Response - We will implement this recommendation.

Conclusion - Response accepted.
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City of RockRapids

Staff

Tiús audit was performed by:

David De Noble, CPA, Senior Auditor
Carmen Austin, CPA, Senior Auditor
Kayla Recþ Assistant Auditor
Nathan Hoekstra, Assistant Auditor

De Noble & Company PC
Certifi ed Public Accountants
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712/472-2511

NEV/S RELEASE

Contact: Jordan Kordahl,
City Administrator

(712) 472-2ss3

FOR RELEASE: February 25,2013

De Noble & Company PC today released an audit report on the City of Rock Rapids, Iowa.

The City's receipts totaled $5,078,885 for the year ended June 30, 2012 a70.2% increase from the

prior year. The receipts included 97,372,327 in property and other city tax, 5775,765 from ta¡ increment

financing collections,$449,496 from charges for sorvice, $352,031 from operating grants, contributions

and restricted interest, 5219,645 from capital grants, contributions and restricted interest, 5287,223 from
local option sales tax, 58,762 from unrestricted investment earnings, $155,623 from grants and

contributions not restricted to specific purposes, $30,701 from rents, 515,492 from revolving loan
principal payments, $2,060,000 from capital loan note proceeds, and $1L,820 from other general receipts.

Disbursements for the year totaled 54,602,879, a 38.5o/o increase from the prior year, and included

52,037,238 for debt service, $638,716 for public works, $543,510 for culture and recreation, and 9482p14
for capital projects.

The increase in receipts was mainly the result of the following: (1) capital loan note proceeds

received in fiscal year 201.2 for financing of street construction projects and for early retirement of
outstanding bond issues; (2) an increase in grants and contributions not restricted to specific purpose due

to grants received from the Lyon County Riverboat Foundation; and (3) an increase in Local Option Sales

Tax receipts.

The increase in disbursements during the fiscal year was mainly due to an increase in bond

payments due to the refunding of capital loan notes. This increase, was partially offset by a decrease in
Capital Projects by $208,381

A copy of the audit report is available for review in the City Administrator's office, in the Office of
Auditor of State and on the Auditor of State's web site at htto l/auditor.iowa.


